Testimony of
Jack Roney
Director of Economic and Policy Analysis
American Sugar Alliance

“The Future of U.S. Economic Relationsin
The Western Hemisphere:
U.S. Sugar Industry’s Views’

U.S. Senate Committee on Foreign Relations
Washington, D.C.
May 20, 2003

Chairman Coleman, Members of the Committee: Thank you for the opportunity to
testify before you today on a matter of considerable concern to the U.S. sugar
industry.

| am Jack Roney, Director of Economics and Policy Analysis for the American
Sugar Alliance, the national coalition of growers, processors, and refiners of
sugarbeets, sugarcane, and corn for sweetener.

| would like to provide you some background on the U.S. and world sugar markets
and describe the U.S. sugar industry’s position on multilateral trade negotiations and
on the proposed free trade agreements (FTAS) with other Western Hemisphere

countries— the Free Trade Area of the Americas (FTAA) and the Central American
Free Trade Agreement (CAFTA).

Background on U.S. and World Sugar Markets, Policies

Before moving on to our trade policy recommendations, it isimportant to provide
some background on the unique characteristics of the U.S. and world sugar market
and policies.

Size and Competitiveness. Sugar is grown and processed in 16 states and 372,000
American jobs, in 42 states, are dependent, directly or indirectly, on the production
of sugar and corn sweeteners. The industry generates an estimated $21.1 billion in
economic activity annually.* A little more than half of domestic sugar production is
from sugarbeets, the remainder from sugarcane. More than half our caloric
sweetener consumption isin the form of corn sweeteners.
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The United Statesisthe world’' s fourth largest sugar - producing country, trailing
only Brazil, India, and China. The European Union (EU), taken collectively, is
second only to Brazil.

Despite large U.S. production, the United States’ sugar market is one of the most
open. The U.S. is consistently among the world’ s two or three largest sugar
importers.

The Uruguay Round Agreement on Agriculture in 1995 required imports of only 3-5
percent of consumption. But the United States bound its sugar imports at a level
severd -fold higher —aminimum of 1.256 million short tons, or nearly 15 percent of
consumption, essentially duty-free. The U.S. actually imported nearly twice the
minimum in 1996 and 1997, and has imported at |east the minimum each year since.

Moreover, the NAFTA requires the United States to import up to 276,000 additional
short tons of Mexico’s surplus production. Under both agreements, the U.S. must
import this sugar whether the domestic market requiresit or not.

All but two of the 41 countries supplying sugar to the United States are developing
countries, many with fragile economiesand democracies. These countries depend
heavily on sales to the United States, at prevailing U.S. prices, to cover their costs of
production and generate foreign exchange revenues. More than half of these 41
countries produce sugar at a higher cost than U.S. beet and cane sugar producers.

Despite some of the world’ s highest government-imposed costs for labor and
environmental protections, U.S. sugar producers are among the world’ s most
efficient. According to astudy by LMC International, of England, and covering the
5-year period ending in 1998/99, American sugar producers rank 28th lowest in cost
of production among 102 producing countries, most of which are devel oping
countries? According to LMC, more than half the world’ s sugar is produced at a
higher cost per pound than in the United States.

U.S. beet producers are the second lowest cost beet sugar producers in the world.
U.S. cane sugar producers are 26™ lowest cost of 63 cane producing countries,
virtually all of which are developing countries with dramatically lower |abor and
environmental costs. American corn sweetener producers are the world’ s lowest
cost producers of corn sweetener.

LMC pointed out that the U.S. competitiveness ranking is al the more impressive
for two reasons: First, most sugar-producing countries are devel oping-country cane
producers, with much lower government-imposed labor and environmental
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protection costs than the United States'. Second, the strong value of the dollar.
LMC noted that the dollar had soared about two-thirds in the past 20 years against
the currencies of most other cane-producing countries.

World Dump Market. More than 120 countries produce sugar and the
governments of all these countriesintervenein their sugar markets and industriesin
some way, the result of which isartificially low world sugar prices. Examples
abound. Brazil, the world biggest producer and exporter, built its sugar industry on
two decades of fuel alcohol subsidies, which became sugar subsidies, whether the
Brazilian cane was used for alcohol or sugar. Sugar marketsin Indiaand China, the
second and third biggest producing countries, are carefully controlled by the
government, and the market in Australia, the world’ s third leading sugar exporter, is
managed by a state trading enterprise (STE).2

A recent study by LMC International focused on the trade distorting practices
among 14 countries or regions that are among the world’ s top sugar producer and
consumers. LMC documented that these practices are not only numerous, but that
many do not fall within the traditional WTO disciplines for domestic supports,
import tariffs and export subsidies. Many are indirect, or less transparent, subsidies
and practices that are just as distorting, but have not heretofore been addressed in
trade negotiations. (Figure 2 summarizes LMC’ s most recent findings on direct and
indirect subsidiesin 14 countries/regions’; Figure 3 summarizes an earlier LMC
study on trade-distorting practices among the major sugar producers of the FTAA

region.’)

Producers in the EU, taken as a whole the second biggest producer and exporter,
benefit from massive production and export subsidy programs. The Europeans are
higher cost sugar producers than the United States, but they enjoy price supports
that are 40 percent higher than U.S. levels— high enough to generate huge surpluses
that are dumped on the world sugar market, for whatever price they will bring,
through an elaborate system of export subsidies.

World trade in sugar has always been riddled with unf air trading practices. These
distortions have led to a disconnect between the cost of production and the prices on
the world sugar market, more aptly called a“dump market.” Indeed, for the 16-year
period of 1983/84 through 1998/99, the most recent period for which cost of
production data are available, the world average cost of producing sugar was 16.3
cents, while the world dump market price averaged little more half that —just 9.5
cents per pound raw value?.

Furthermore, its dump nature makes sugar the world’'s most volatile commodity
market. In the past 2-1/2 decades, world sugar prices have soared above 60 cents
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per pound and plummeted below 3 cents per pound. Becauseitisarelatively thinly
traded market, small shiftsin supply or demand can cause huge changes in price.
Suggestions by industrial sugar users and some foreign governments that world
sugar trade should be opened ignore this pattern of almost universal market
distortion. Even the trade laws of the United States were never meant to cope with
such widespread unfairness in trade.

Sugar Unique among Agricultural Commodities. In addition to the highly
residual and volatile nature of the world sugar price, there are a number of other
factors that set sugar apart from other program commodities. These unique
characteristics must be taken into account when considering domestic and trade
policy options for sugar.

Grower/processor interdependence. Grain, oilseed, and most other field-
crop farmers harvest a product that can be sold for commercial use or stored.
Sugarbeet and sugarcane farmers harvest a product that is highly perishable
and of no commercial value until the sugar has been extracted. Farmers
cannot, therefore, grow beets or cane unless they either own, or have
contracted with, a processing plant. Likewise, processors cannot function
economically unless they have an optimal supply of beets or cane. This
interdependence leaves the sugar industry far less flexible in responding to
changesin the price of sugar or of competing crops.

Multi-year investment. The multimillion-dollar cost of constructing a beet or
cane processing plant (approximately $300 million), the need for planting,
cultivating, and harvesting machinery that is unique to sugar, and the practice
of extracting several harvests from one planting of sugarcane, make beet or
cane planting an expensive, multiyear investment. These huge, long-term
investments further reduce the sugar industry’ s ability to make short-term
adjustments to sudden economic changesin the marketplace.

High-value product. While thegross returns per acre of beets or cane tend to
be significantly higher than for other crops, critics often ignore the large
investment associated with growing these crops. Compared with growing
wheat, for example, USDA statistics reveal thetotal economic cost of
growing caneis nearly seven times higher, and beet is more than five times
higher. With the additional cost for processing the beets and cane, sugar is
really more of ahigh-value product than afield crop.

Inability to hedge. Program changes dating back to the 1996 Freedom to
Farm Bill made American farmers more vulnerable to market swings and far
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more dependent on the marketplace. Growers of grains, oilseeds, cotton, and
rice can reduce their vul nerability to market swings by hedging or forward
contracting on a variety of futures markets for their commodities. Thereis
no futures market for beets or cane. Farmers do not market their crop and
cannot make or take delivery of beet or cane sugar. The hedging or forward
contracting opportunities exist only for the processors— the sellers of the
sugar derived from the beets and cane. These marketing limitations make
beet and cane farmers more vulnerabl e than other farmers to price swings.

Lack of concentration. World grain markets are overwhelmingly dominated
by a small number of developed countries, but sugar exports are far more
dispersed, and dominated by developing countries. This makes the playing
field among major grain exporters comparatively level and trade policy
reform relatively less complicated than for sugar.

The world wheat and corn markets, for example, are heavily dominated by a
handful of developed-country exporters— the United States, the European
Union, Australia, and Canada are four of the top five exporters of each. The
top five account for 96% of global corn exports and 91% of wheat exports.

The top five sugar exporting countries, on the other hand, account for only
two-thirds of global exports and three of these are developing countries.
Even the top 19 sugar exporters account for only 85% of the market, and 16
of these are developing countries.

Devel oping-country dominance. Developing countries account about three
guarters of world’s sugar production, exports, and imports. Developing
countries were, however, not required to make any significant reformsin the
Uruguay Round, were given an additional four years to make even those
modest changes, and are demanding special treatment again in the Doha
Round of the WTO.

U.S. Sugar Industry’s Free Trade Position

Because of our competitiveness, the U.S. sugar industry endorses the goal of
genuine, multilateral free trade in sugar. We have endorsed this goal since the onset
of the Uruguay Round of the GATT in 1986. We are ready, willing, and able to
compete with foreign farmers on alevel playing field, free from all forms of
government intervention in the marketplace.

In our view, when all governmental policy distortions have been removed, the world
sugar price will finally rise to reflect the actual cost of producing sugar. Since our
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costs of production are below the world average, we will be able to compete,
without the need for aU.S. sugar policy.

We cannot endorse free trade at any cost, nor do we endorse unilateral disarmament
of U.S. agricultural polices. Progresstoward free trade must be made on afair,
genuine, and comprehensive basis, through sector-specific negotiations. A
comprehensive agreement needs to address the market distortions of all the
producers and be implemented in awell coordinated and timely manner.

Aslong as foreign subsidies drive prices on the world market well below the global
cost of production, the United States must retain some border control. U.S. sugar
policy is anecessary responseto the foreign predatory pricing practices that threaten
the more efficient American sugar farmers.

Genuine liberalization of trade in sugar must address all market distortions and
circumvention, not just import barriers. Thiswill take some doing — the varieties of
trade distortions are so widespread, so numerous, and so ingrained. Bilateral and
regional trade agreements are able to address only afraction of these policies, and,
thus, cannot be an effective vehicle for reform of the world sugar market.

U.S. Sugar Industry Position on the FTAA (and the CAFTA)

The U.S. sugar industry recommends that, within the framework of the FTAA, and
the CAFTA, sugar be reserved for much needed, and more far reaching, disciplines
in the multilateral, World Trade Organization (WTQO) context.

We understand, from contact with the sugar industries of other FTAA countries, that
anumber of these countries are requesting that sugar not be included in the regional
negotiations.

The following are the major reasons for, and advantages of, reserving sugar for
WTO disciplines.

1. FTAA countriesalready dominate U.S. sugar imports. With regard to
granting FTAA countries preferential accessto the U.S. sugar market: We are
aready there. Forty-one countries sharein the U.S. sugar import quota, with
essentially duty-free access at the preferential U.S. price. Twenty-four of these
41 are FTAA countries. The FTAA countries, aside from the United States,
produce 36 million tons of sugar per year, export over 15 million tons, and
account for 64 percent of U.S. raw sugar imports, virtually all duty free (Figure
1). If Mexico were to supply its full 276,000 short tons, the FTAA-country share
of U.S. imports surpasses 70 percent.
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Furthermore, according to LMC statistics, most of the FTAA countries produce
sugar at a higher cost per pound than the United States.? Twenty-four of the 34
FTAA countriesimport little, or no, sugar. American sugar producers feel
strongly that their market is already more open than necessary to producers who
are predominantly no more efficient, but are most probably subsidized in some
significant manner.

2. FTAA countrieslikely to beoverrun with subsidized Brazilian sugar. Since
Brazil isthe largest exporter in the world, and represents two-thirds of the
economy of Latin America, an FTAA negotiation on sugar will be dominated by
the impact of Brazil. Moreover, because of the threat of unfairly produced
Brazilian sugar overrunning the Western Hemisphere, growersin all of the
sugar-producing countries in the region are threatened by Brazilian market
distortionsin sugar. Finally, the size and complexity of the Brazilian sugar and
alcohol program are such as to make this program very difficult to unwind.

During the latter half of the 1990’ s, a period when the world sugar price was
dropping from 14 cents per pound to just 4 cents, Brazil doubled its sugar
production and tripled its exports. It became, by far, the world’' s leading
producer and exporter of sugar.

Brazil’ s sugar exports have skyrocketed in one decade from less than 2 million
tons per year to a predicted 14 million tons this coming year.® No country has
done more than Brazil to depress world sugar prices, harm sugar-exporting
countries, and cause severe economic stress to developing countries dependent
on sugar exports. No other country comes even close.

Brazil’ s sudden expansion had nothing to do with world sugar demand or prices.
Brazil’ s sugar explosion, instead, was the result of decisions by the Brazilian
government to reduce subsidies and prices for fuel alcohol (ethanol) produced
from Brazilian sugarcane. Brazilian cane processors tend to base their decision
on whether to produce ethanol or sugar mainly on ethanol price and subsidy
levels. Lessthan half of Brazilian sugarcane is used to produce sugar. Roughly
60 percent of Brazilian cane goes to ethanol production.

Brazil’s “Proalcool” program, established in 1975, subsidized the modification
or construction of a massive network of cane mill/distilleriesto produce ethanol
and reduce Brazil’ s dependence on foreign oil. Consumer prices for ethanol
were subsidized to encourage use. Asaresult, Brazilian sugarcane production
shot up from less than 70 million tonsin 1975 to more than 350 million tonsin
recent years. Studies have estimated the value of Brazil’ s ethanol subsidy at
more than $3 billion per year.
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The existence of an enormous infrastructure of mills/distilleries, built with
government subsidy, enables Brazil to switch easily between ethanol and sugar
production, depending on oil prices and government decisions on how much
ethanol to produce. Theleap in Brazilian sugar production in the latter half of
the 1990's, as world sugar prices were plummeting, was the direct result of
government decisions to reduce ethanol subsidies and prices.

The ability to co-produce sugar within the government-subsidized infrastructure
built for cane ethanol, provides a tremendous savings to the Brazilian sugar
industry. LMC International estimates cost savings from co-production—from
factors such as sugar house configuration (producing ethanol or sugar from the
same mill), molasses by-product credits, extended milling seasons, and
economies of scale— at “almost US$1 billion” per year.

Brazil’ s sugar-export explosion in the | ate 1990's was also aided by a
government decision during that period to reduce the value of the Brazilian
currency by nearly 50 percent, artificially keeping Brazilian exports competitive.

Furthermore, Brazil’ s sugar producers have benefited, directly or indirectly,
from other government assistance, including:

Debt reductions or cancellations for sugar/ethanol companies.

Freight and other infrastructural subsidies for sugar, ethanol, and other
products.

Direct subsidies to growersin the Northeast region.

Labor and environmental practices that are extremely low by most world
standards.

0 The U.S. Department of Labor and others have documented the
widespread and deplorable use of child labor in the Brazilian
sugarcane industry, despite Brazilian laws forbidding such
practi CeS.8,9,1O,11,12

3. Sugar isnotincluded in most bilateral and regional agreements. Because of
the uniquely distorted nature of the world dump market for sugar and because of
awide range of border control issues, sugar has overwhelmingly been excluded
from bilateral and regional free trade agreements. The Food and Agriculture
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Organization of the United Nations noted last year: “There are 124 regional trade
agreements worldwide at this time, most of which substantially exclude sugar.”*®
Some examples:

Sugar is excluded from the Mercosur agreement among major producers
Argentina and Brazil, with Uruguay and Paraguay.

Though Mexico reportedly has more bilateral and regional trade agreements
than any other country, it has excluded sugar from virtually every one,
including its recent agreement with the European Union, the world' s second
largest exporter of sugar. In agreements where sugar is included, Mexico has
committed only to import sugar from that country when Mexico needs the
sugar.

Sugar is excluded from the U.S.-Canada portion of the NAFTA, which defers
to WTO disciplinesinstead.

Sugar is excluded from the EU’ s free trade agreement with South Africa, also
amajor sugar exporter.

NAFTA controversy. Sugar isincluded in the U.S.-Mexico portion of the North
American Free Trade Agreement (NAFTA), but the sweetener provisions are
embroiled in controversy. Mexico is blocking imports of U.S.-made corn
sweeteners that compete with sugar in Mexico, and Mexico insists on
accelerating the NAFTA schedule of its sugar accessto the U.S.

In addition, we have experienced import leakage -- of blended product from
Canada and above-quota sugar from Mexico.

Our experience with Mexico in the NAFTA has left American sugar producers
highly skeptical of the value and credibility of trade agreements, and more
cautious about moving forward in bilateral, regional, or multilateral contexts.
The NAFTA sugar dispute must be resolved before the United States
contemplates new agreements.

“ Substantially all” precedent. WTO rules provide that free trade agreements
should cover not all, but rather “substantially all,” trade between participant
countries. This provision has been invoked by the EU, Mexico, and other
countriesin the free trade agreements mentioned above that exclude sugar, or, in
some cases, most agricultural products.
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The U.S. sugar industry strongly believes that the “substantially all” provisions
of the WTO should be acritical part of the U.S. negotiating position. Every
country inthe FTAA process wants to increase its exportsto the U.S. But in the
unique case of sugar, increased exports would come at the expense of other
developing countries and at great cost to American sugar producers.

4. Increased potential for import-quota circumvention. In aworld market so
rife with government distortions of markets, the incentive to evade measures for
limiting the harmful impact of such unfair trade practicesis very high. Many of
these evasive schemes depend on exporting dump market sugar to countries that
do not produce much or any sugar, where processors blend this dump market
sugar with other products that are not subject to the measures that restrain unfair
trade.

Bilateral and regional free trade agreements can make this problem worse, by
multiplying the number of such “blending platforms’ to include virtually all the
countries in the agreement. Thisis especially a problem in the Americas, where
so many developing partners are sugar producers.

These import-quota circumvention problems can be avoided by negotiating
comprehensively, inthe WTO. Or, the Executive Branch can try to address
circumvention practices in regional and bilateral agreements, by explicitly and
reliably preventing such schemesto avoid U.S. law.

5. Danger to no-cost operation of U.S. sugar policy. The U.S. sugar market does
not require additional foreign sugar, through the FTAA or any other trade
negotiation. Oversupply depressed U.S. prices to 22-year lows during much of
1999-2001 and contributed to the closure of amost a third of all U.S. beet and
cane mills during 1996-2002.

The 2002 Farm Bill restored stability to the domestic market by reinstating the
USDA'’ s authority to impose domestic marketing allotments. The sugar title of
that Bill, which the Senate passed by an overwhelming 71-29 margin, instructed
USDA to operate U.S. sugar policy at no cost to U.S. taxpayers, by maintaining
stable producer prices and avoiding sugar loan forfeitures.

But excessive imports would have either of the following consequences:
o0 Marketing allotments could be triggered off, negating USDA’ s ability to

manage supplies, defend prices, and avoid loan forfeitures and substantial
coststo the government.
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o USDA would reduce U.S. producers marketing allotments to the point
where they would |ose economies of scale, face higher unit costs, and would
likely go out of business.

Neither outcome is acceptable. In either, or both, instances, the U.S. government
faces high costs and American sugar farmers risk being put out of business to
accommodate subsidized foreign producers.

Summary and Conclusion

As one of the world’ s largest importers of sugar, from ahighly subsidized and
distorted world market, the United States must be careful in approaching sugar trade
negotiations, to ensure tha commitments it makes in one region do not make
achieving results in other regions difficult or impossible. Thisiswhy issues of
market access and market distortions for sugar can only be dealt within a
comprehensive and effective way in the WTO, where the distorting policies of all
sugar-producing countries are on the table.

The U.S. sugar industry strongly recommends that, within the framework of the
FTAA, sugar be reserved for much needed, and more far reaching, disciplinesin the
multilateral, WTO context. To highlight the major reasons for this strategy:

We are already there. FTAA countries already dominate to the U.S. sugar
market — supplying upwards of 70 percent of U.S. sugar imports, at the
preferential U.S. price, virtually all duty-free. We accept these imports, under
international trade obligations, despite the fact that most of the 24 FTAA
countries with shares of the U.S. import quota produce sugar at a higher cost
than U.S. producers. The U.S. sugar market is not only the most open in the
FTAA, but is aready one of the most open in the world — the United Statesis
consistently among the world’ s top three sugar importers.

An FTAA that includes sugar would expose all Western Hemisphere countries to
being overrun with subsidized exports from sugar-giant Brazil. Under an FTAA,
the other 23 countrieswould likely lose their previously guaranteed share of the
preferentially priced U.S. market to Brazil.

There is ample precedent for excluding sugar. Sugar is unique among
agricultural commodities, and for this reason has been excluded from most
bilateral and regional trade agreements. The one exception isthe U.S.-Mexico
portion of the NAFTA, which isembroiled in controversy over disputed U.S.-
Mexico sugar trade provisions.



American Sugar Alliance, Hearing on Western Hemisphere, Senate Foreign Relations, May 20, 2003
Page 12

A regional trade agreement exposes countries within that areato unfair trade
practices within the region, such as import-quota circumvention sugar-blending
schemes, without addressing trade practices outside the free-trade area.

The U.S. sugar market is currently in balance, but could be tipped back into
another disastrous oversupply situation if additional imports are required.

Recommendation

The ASA urges FTAA, and CAFTA, countriesto join together in the WTO
negotiations and aggressively attack, on a worldwide basis, those government
policies that have so grossly distorted world trade in sugar. Arrangements to
liberalize sugar trade within the FTAA should be deferred until solid results are
achieved in the WTO that will curb or eliminate such policies—above all, export
subsidies and dumping—and restore health to the world sugar market. Given the
widespread and complex policies affecting the world sugar market, the ASA
believes that sector-specific negotiations, within the framework of WTO agricultural
negotiaions, are the only feasible way of accomplishing these goals.

Such a sector-specific approach would involve the following elements:

Timely elimination of export subsidies;

Inclusion of all trade-distorting governmental policies and practices,
including indirect or non-transparent policies, affecting sugar in the
negotiations;

Negotiation of commitments to curb or eliminate such policies and practices,
In particular those that facilitate and encourage dumping onto the world
market;

Agreement on awell-coordinated implementation schedule for these
commitments, encompassing devel oping countries (which account for three-
quarters of world sugar production, consumption, and trade), aimed at
maximizing the positive impact on the world market; and

Careful attention to the importance of existing preferential TRQ
arrangements to many of the smaller, economically fragile developing
countries, and to the impact of WTO reform on these countries.

The ASA believes that only through such comprehensive, global sector-specific
negotiations can the causes of the gross distortions and pervasive dumping that have
characterized the world sugar market be rooted out and a viable basis for
liberalization of market access be established.
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1) Excludes Cuba.
2) Excludes United States.

Data Source: USDA/FAS, November 2002

Figure 1
FTAA Countries/Regions:
Sugar Production and Exports, 2000/01 - 2002/03 Average, and
Share of U.S. Raw Sugar Import Quota, 2001/02
Country Production Exports U.S. TRQ Allocation
-Metric Tons -
Mexico 5,128,000 246,000 7,258
Canada 94,000 5,000
Caribbean
Barbados 60,000 54,000 7,371
Dominican Republic 470,000 185,000 185,335
Haiti 10,000 0 7,258
Jamaica 205,000 164,000 11,583
St.Kitts & Nevis 22,000 17,000 7,258
Trinidad & Tobago 97,000 70,000 7,371
Central America
Costa Rica 390,000 174,000 15,796
El Salvador 479,000 261,000 27,379
Guatemala 1,777,000 1,270,000 50,546
Honduras 338,000 90,000 10,530
Nicaragua 364,000 218,000 22,114
CAFTA Total 3,348,000 2,013,000 126,365
Belize 120,000 100,000 11,583
Panama 165,000 56,000 30,538
South America
Argentina 1,563,000 151,000 45,281
Bolivia 282,000 47,000 8,424
Brazil 20,083,000 10,800,000 152,691
Colombia 2,277,000 985,000 25,273
Ecuador 493,000 56,000 11,583
Guyana 287,000 259,000 12,636
Paraguay 109,000 21,000 7,258
Peru 813,000 40,000 43,175
Uruguay 10,000 16,000 7,258
FTAA Total® 35,636,000 15,284,000 715,499
% of U.S. TRQ 64.0%



Figure 2

Summary of Support for Sugar Industry in Selected Countries, 2002

Australia Brazil® | China*® Colombia| Cuba EU®’ | Guatemala Indid | Japan Mexico| Russia’? S. Africa| Thailand Turkey

TRANSPARENT SUPPORT
Domestic Market Controls

Production Quotas 4 4

Guaranteed Support Prices v v v v v v

Supply Controls v

Market Sharing/Sales Quotas v v v v v
Import Controls

Import Quota v v v

Import Tariff v v v v v v v v v v v v v

Import Licences v v v

Quality Restrictions v v
Export Support

Export Subsidies v v v v

Single Desk Sdlling v v v v
NON-TRANSPARENT SUPPORT
Direct Financial Aid

State Ownership 4 4 v

Income Support v v v v v

Debt Financing v v v v v v

Input Subsidies” v v v v v v
Indirect Long Term Support

R&D Subsidies v v v

Efficiency Programs v

Ethanol Programs/Subsidies v v v v

Consumer Demand Support v v v
Aver age Production, 2000-02 (mmt, raw value) 49 19.3 79 23 38 18.0 18 19.9 0.8 51 17 2.7 5.8 23
Rank AmongWorld Producers 8 2 4 13 9 3 16 1 24 7 18 11 6 12
Average Exports, 2000-02 (mmt, raw valuey’ 45 95 04 09 3.0 57 12 01 - 0.7 01 11 30 04
Rank Among World Exporters 3 1 15 8 4 2 6 42 - 9 33 7 5 13
Domestic Wholesale Sugar Price(cents/Ib)™° 135 81 16.9 211 01 304 18.0 12.7| 654 25.6 16.5 17.3 11.8 27.9
Import Tariff Level (refined, av. or equivalent)* 0% 18% 75% 20% |[10% 164% 20% 68%| 71% 172%| 50% 46% 96%  138%
Notes: Includes low interest loans, interest rate subsidies, debt relief and debt rescheduling.

1

2. Includes crop pre{financing, irrigation provision, land maintenance and inventory financing.

3. Brazil provides direct subsidies (income support) to producers in the North/North East region only.

4. Chinese cane and beet prices are controlled at the provincial level.

5. State trading companies account for 70% of domestic sales in China.

6. The EU provides an income support subsidy to refiners of cane sugar.

7. The EU Commission provides directives on ethanol use, though these are not binding.

8. India provides a transport subsidy for exporters.

9. Japan is an importer of sugar only. It is the world's fourth largest importer of sugar, importing 1.6 million metric tons per annum on average between 2000 and 2002.

10. The Cuba wholesale price represents the heavily subsidised ration entitlement. All prices are for refined sugar.
11. Ad valorem equivalents are based on average world price for 1999/00 to 2001/02. At times of low world prices, the EU also applies a safeguard duty in addition to the specific tariff.
12.  The Import tariff level quoted for Russia is the out-of -quota tariff for the period July -Dec 2002.



Figure 3

Summary Table 2: Government Intervention and Marketing

Country Extent of gover nment control over:

Production Marketing Trade Prices’

Argentina No government control since 1991. No government control since 1991. 20% tax plus variable duty on sugar No government control since 1991.

Marketing is controlled by individual imports. Retail prices (1997):
mills. WTO bound tariff rate: 38% (raw & 27.1 USt/Ib (plant. white)
white), effective by 2004/05 28.3 USt/Ib (refined)

Brazil Government setsannual production plan  No government control since 1990, Government sets export quotas; any sugar  No government control of sugar prices
for sugar and ethanol, and assigns mill - when the Sugar and Alcohol Ingtitute  exported out of quotais subject to export  since 1990 (IAA abolished); however,
by-mill quotastofill thisplan. (IAA) was abolished. Marketing is tax. government will control ethanol price until

controlled by individual mills. WTO commitments, effective by 2004/05 ~ October 1998.
-bound tariff rate: 35% (raw & white) Retail prices (1997):
-subsidized export volume, max.: ca. 1.50  23.2 US¢/Ib (plant. white)
mn mt 27.2 USt/Ib (refined or amorfo)
Chile No government contral. No government control. Marketing Price band system of sugar import tariffs, No government control.
controlled by the single producer, additional to basic rate of 11%. Retail price (1997):
IANSA. WTO bound tariff rate: 31.5% (raw& 285 USt/Ib (refined)
white), effective by 2004/05
Colombia No government control. No government control. Domestic Price band system of sugar import tariffs, No government control.
marketing is controlled by individual  additional to basic rate of 20%. Retail prices (1997):
mills, while exportsare handled by & WTO commitments, effective by 2004/05:  28.1 USG/Ib (plant. white)
single entity — CIAMSA. -bound tariff rate: 117% (raw & white) ~ 29.7 USt/Ib (refined)
-subsidized export volume, max.: ca. 0.22
mn mt
Cuba Tota government control of all aspects A stateowned company, Cubazucar, is  All importsand exportsare controlled by ~ Government sets all domestic prices.

of production and processing.

responsible for al domestic and export
marketing.

the state through Cubazucar.

Import tariffs of 20% (raw) and 25%
(white)

WTO bound tariff rate: 40% (raw &
white), effective by 2004/05

Retail prices: plant. white only:

8.1 USt/Ib (ration card)

14.2 USE/Ib (free market estimate)

Note: Pricesin UScurrency must be used
advisedly, in view of the practical
limitations of both the official and
unofficial exchangerates.




Summary Table 2 (continued): Government Intervention and Marketing

Country

Extent of gover nment control over:

Production

Marketing

Trade

Prices’

Dominican Republic

One stateowned milling company
competes with two private producers.

Marketing is controlled by individual
mills.

28% tariff on refined sugar imports.

WTO commitments, effective by
2004/05:

-bound tariff rate: 40% (raw & white)
-minimum access quota (20% tariff):
23,000 mt

Government sets maximum prices for
domestic retail sugar sales.

Retail prices (1997):

27.0 US¢/Ib (plant. white)

41.5 USt/Ib (refined)

Guatemala Production is coordinated by a Sugar No government control. Domestic 55% tariff on sugar imports. WTO  No direct government control; however, the
Board, which includes government marketing is controlled by asingle bound tariff rate: 160% (raw & white), government hasin the past taken action to
representatives; the Board sets organization, DAZGUA. effective by 2004/05 prevent domestic prices fromrising.
production targets and minimum cane Retail prices (1997):
prices. 28.5 USt/Ib (plant. white)

29.1 USe/Ib (refined)
(LMC estimates, based on reported
wholesale prices)

Mexico No direct go vernment control, though No government control. Mills are Import tariff of US$396/mt. Under No direct government control since 1996.
the government hasin the past hel ped responsible for marketing. NAFTA, atariff rate quotamust bein Retail prices (1997):
allingmills. place by 2000. 31.8 USt/Ib (plant. white)

WTO commitments, effective by 2004/05  33.6 US¢/Ib (refined)
-bound tariff rate: 156% (raw & white)

-minimum access quota: 184,000 mt

-subsidized export volume, max.: 1.26 mn

mt.

Peru Government isin the process of Marketing is controlled by individua 17% tariff plus variable levy on sugar No government control.
privatizing the cooperative sugar mills. imports. Retail price (1997):
production system. WTO bound tariff rate: 68% (raw & 27.6 USt/Ib (plant. white)

white), effective by 2004/05 (LMC estimate, based on reported
wholesale price)

Venezuda No government control since No government control. Marketing is Imports are generally duty freeas The government sets maximum levelsfor
privatization in 1989. inthe hands of individual mills. Venezuela has free trade agreementswith  retail sugar prices.

Col ombi aand Guatemala, itsmain sugar  Retail price (1997):
suppliers. 28.6 USt/Ib (refined)
WTO bound tariff rate: 105% (raw &
white), effective by 2004/05
Note: 1. Most of these countries sell plantation white sugar at the retail level. Plantation white sugar, however, is not refined and so is not directly comparable to the refined white

sugar sold in the US and nor are its prices.

SOURCE: SUGAR INDUSTRIESAND GOVERNMENT POLICIES IN THE FREE TRADE AREA OF THE AMERICAS
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